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|NATIONAL REAL ESTATE CYCLES 
+ ’ + , ‘ 


ESTATE ACTIVITY 
$'6.417 After correction for seasonal fluctua- 
* tions, real estate activity was lower than 
it has been since last October. Itis high- 
er, however, thanit was in July 1952, the 
low point inthe past3 years. Thefirst 7 
months of 1953 have averaged consider- 
ably better than the first 7 months of 1952. 


PBUILDING COST REAL ESTATE MORTGAGE ACTIVITY 
J ,o The first part of 1953 has been running 
ahead of the corresponding period of 
1952. The present level is approximately 
10% above the level of a year ago. 





REAL ESTATE SALES PRICES 
Surprisingly, the salesprices of single- 

’ family residences sold in July showed a 
marked increase above those sold in the 
earlier months of the year. 








REAL ESTATE ACTIVITY 


RESIDENTIAL BUILDING VOLUME 
After correction for seasonal fluctua- 
tions, the rate at which new dwelling 
units are being built in the nonfarm areas 
of the United States has remained re- 
markably steady during 1953, fluctuating 
between 28.7 and 29.0 new dwelling 
, units built per 1,000 families. The rate 
for July was higher than for July 1952. 


345 




















uty 
nal 





1950 195! 1952 1953 














SELLING PRICES OF SINGLE - FAMILY RESIDENCES 


HE behavior of our selling price index for July is quite peculiar. We were 
T assuming that real estate was being sold with greater difficulty, and that 

the prices being secured were somewhat below the peak. A sudden flurry, 
however, in the last few months seems to have carried selling prices up to the 
level of June 1952, which was the all-time peak, with some chance that the figures 
for August will exceed the June 1952 figures. 


Whether this rise in our index is due primarily to the demise of rent control, 
with higher rents making many persons conscious of the advantages of home own- 
ership, or whether it is due to labor difficulties in the building field which, during 
the summer in a number of cities had limited the volume of new building, it is 
difficult to say. The probability is that it is the result of many factors, among 
which, of course, is the fact that the cost of living has continued to rise, meaning 
that the value of our dollar has continued to go down. If we had a dollar of con- 
stant purchasing power, it would be apparent that the peak of real estate prices 
was in 1946, and that the continuing boom in real estate since that time is due 
largely to the illusion of securing more dollars for a piece of property, the 
aggregate purchasing power of which is less than the number of dollars which 
could have been received 7 years ago. 


REAL ESTATE SALES PRICE COMPARISONS IN JULY 1953 


With preceding 
month + 3,3 % 
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REAL ESTATE SALES PRICE INDEX 


With same month 
preceding year 
Probable selling 
+2.3 % Date price of a house 
that sold for 
$5, 000 in 1939 
1939 $ 5,000 
1940 (2nd half) 5, 500 


June ’52 & Oct. ’51 peak 15, 500 


With peak (October Dec. ’52 13, 800 
1951 and June 1952) Jan. ’53 14, 350 
Feb. °53 14, 500 

0.0% Mar. ’53 14, 500 

Apr. °53 14, 500 

May ’53 14, 500 

June ’53 15, 000 

July ’53 15, 500* 


*Preliminary. 
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THE TREND OF RENT LEVELS WILL BE UP FOR MANY YEARS 


HE chart on the double spread immediately following shows the relation- 
ship of rents, wages and the cost of living in the United States from 1915 
to the present. 


On this chart the 18-year period from 1921 to 1938 has been considered as 
normal, or 100. An 18-year period was used which contained 9 good years and 
9 bad years. It is always easy to chart any information to prove a particular 
case if a single year can be selected for a base. Ifa low year is selected asa 
base, it would make it appear that the item charted has been advancing rapidly 
in price. If a high year is selected, it would make it appear that the present 
level is not very high. As any statistician knows. the best base is one complete 
cycle containing the good and the bad periods averaged together. 


A study of this chart is quite interesting. It shows that rents, depicted by 
the solid red line, dropped for 2 years longer during the thirties than food, cloth- 
ing, household furnishings, fuel and light, and wages. In other words, these other 
items reached their lows in 1933, while rents continued to go down until 1935. 


In the last half of 1933 all of these other items had a sudden and rapid rise, 
while rents rose very slightly during the next 8 years. Rent freezing then sent 
them back to a lower level, and for 5 years rents showed no advance, while the 
other items in the cost of living were moving up rapidly. From the fall of 1947 
to the present time, rents have been rising, until the July 1953 index is 111.0, 
or 11% above the 18-year average. On the other hand, all items of the cost of 
living are now 75% above the 18-year average; food is 99.5% above; clothing, 81. 8% 
above; fuel, electricity and ice, 40% above; household furnishings, 101.8% above; 
and the miscellaneous items in the budget, 76.9% above. 


Wages, according to the index of the Federal Reserve Bank of New York, are 
now 191.6% above the 18-year average. 


It seems inevitable that unless some cheaper method can be found for building 
shelter and for maintaining and operating it when built, rents must advance further 
over a period of years by a considerable amount. 


Up to the present time, however, no cheaper method of building shelter has 
been found; in fact, the cost of building has advanced faster than the other elements 
in the cost of living, due probably to the large increases in wages in the construc- 
tion industry. * 





*“As I See It - Are Construction Costs Too High?” Real Estate Analyst Service, 
June 19, 1953, page 239. 























100 


- 1938 - 


N 
a 
»x< 
w 
(a) 
Z 


95 
90 


85 


80 


75 


70 


65 


60 


55 


50 








IS’'WORLD WAR> 


/ 


i915 .716 
Pad 


CLOTHING 


uae" CS. ENTAT 


HOUSEHOLD 
FURNISHINGS 
120. 


MISCELLANEOUS 


‘17 ‘18 ‘19 1920 '21 '22 '23 '24 1925 '26 ‘27 





rs 


-~ STOCK MARKET COLLA 


1930 ‘3! 


COPYRIGF 


—— BANK COLLAPSE —— 


‘sa @ 


RENT, WAGES AND THE 
1 : 


ROY 


‘34 











ST OF LIVING IN THE U. 


93 8q—, 100 


EN2Z & CX 








_|-HOUSEHOLD 
7 IWF URNISHINGS 


sehhee 


-LOT HING 














'935 ‘36 ‘37 ‘38 ‘39 1940 ‘41 


7—ALL ITEMS 


a ‘ 
FUEL & LIGHT 


42 43 ‘44 1945 ‘46 ‘47 


MISCELLAN 


KOREAN WAR 


48 ‘49 1950 'S5/ 


‘S2 


‘53 


‘54 














es ‘OW ‘ALID SVSNV 
Zs ‘Ssyw ‘a9qaINgwv> 
es "OW ‘SINOT “1S 
65 OIHO ‘NOV 
°9 ‘"NN3L ‘SIHdW3W 
*9 Vid ‘STIANOSYO VI 
0 Oe IOWIIAV IWNOILVN 
29 “AN ‘Olw4dNG 
Sz A'N ‘3SNDVUYAS 
Py") ‘SSWW ‘NOLSO® 
v6 AN ‘SN33ND 
96 SVX3L ‘NOLSSAIVD 
26 ‘WM ‘OOSYVDIHD 
26 OIHO ‘OG3101 
"A'N ‘OD Y3LS3SHDISIM 
JIIWD ‘GNVINVO - ODSIDNVY4 NWS 
‘GNI ‘GN39 HLINOS 
VYINIO ‘VSINI 
OIHO ‘ILWNNIDNID 
“AM ‘ATHASINOT 
‘SNWD ‘JAISUSIAIY 
__ v9 “WINVIULY 
SVX3L ‘OINOLNY NYS 
‘3NVD ‘NOLIDOILS 
‘HDIW ‘OOZVWVI1VY> 
SVX3L ‘YNHINY LYOd - LNOWNV349 
GNI ‘3JTHWASNWAIZ 
‘SS¥W ‘NOLIDONP 
‘2d ‘NOLONIHSVM 
SvX3L ‘Svlivd 
4NVD ‘ODSIDNVas NVS 
41D ‘131dSaINVI 
tN ‘NOLN348L 
NN3IL ‘3TNAHSVYN 
SVX3L ‘ILSIWHD SNdYOD 
GNI ‘SNOdVNVIOGNI 
OIHO ‘NOLAVG 
JNVD ‘ONIGYWN4Y3d NVS 
SSVW ‘SXOAIOH 
dIIVD ‘SFIZONV SOT 
ditW> ‘O9310 NVS 
‘wav ‘wooed FUN 
OIHO ‘NMOJSONNOA 
‘ZIWW “XINJOHd 
SSYW ‘113MO1 
GNI ‘AYvD 
SVX3L ‘HLYOM LYO4 
SVX3L ‘OSWd 13 
ERS RATE: SARA Ren aA ‘SNWD ‘VWNV WLINVS 
Od OI O JSVIYON! JOVLNIOYId 
£61 - OD 8B WONZNIM AOU ~- LHOWAGOD 


ALIAILDV JOVOLIOW NI JONVHD JOVINIDYSd 



































("2¢¢ eBed uo uoljeueldxe vag) 


‘dNWD ‘ONS3U4 
‘"NNOD ‘1¥Od359a149 
‘TH “’NLvd3a 
‘NNOD ‘N3AVH MIN 
HVLN ‘ALID 3NW7 LIvS 
OIHO ‘Snawnlod 
‘HOIW ‘LNIN4 

‘Wd “WIHd1Z0VIHd 
SVX3L ODWM 

‘SNVY ‘W3dO1 
‘O10D ‘Y3AN30 
‘Ziav ‘NOSONL 

‘Wd ‘ONIOGV34 

“GNI ‘3LNWH 38y3L 
‘SSWW ‘JDN3IIMV1 
OIHO ‘C13ISON186S 
‘NNOD ‘GYdOdLYVH 
‘TN ‘ALID AaS4¥ar 
‘wiv ‘WVHONIWAIG 
‘HDIW ‘Saidva GNVAD 
‘SSWW ‘YILSIDYOM 
NNIW ‘1NWd ‘LS 

‘Vid ‘IWVIW 

‘T°N ‘XaVWM3IN 

‘ANI ‘NOSYJONV 
‘X31 ‘NUSNV 

‘HOIW “LIOYLIG 
‘SSWW ‘3TIIAYAWOS 
‘OW ‘OI3ZISONINdS 























O 3SV3YH930 J9OVLN30¥3d 


VYMO! ‘LYOdN3AVG 

‘AGNI ‘JNAVM LYO4 

OIHO ‘GNV13A31D 

‘HSWM ‘31LLV3S 

‘C°N ‘H139VZN3 

‘A “N'XIOA MIN 

‘NNIW ‘SI1OdvWaNNIW 

"SSWW ‘TI ‘GISI4ONINdS 

¥aaN ‘WHYWO 

‘Wd ‘HOYNGSLIId 

DSIM ‘33NVMIIW 

‘SSVW ‘Y3AIN Td 

‘A'N ‘NOLWVHONIG 

NNOD ‘Aangyslv¥M 

9340 ‘GNV1L¥Od 

‘V9 ‘HYNNVAVS 

SSVW ‘TNIHYSAVH 

‘VINO ‘ALID WWOHV1NO 
O JSVSYON!I SOVLN3S9DYU3d 














CITY- BY-CITY VARIATIONS IN MORTGAGE ACTIVITY 


ORTGAGE activity varies greatly from city to city. A study in the 
M czzes issue of the Real Estate Analyst charts mortgage activity from 

1940 to the present for 100 cities of the United States. On the average 
in these cities, mortgage activity has been rising since September 1951, but 
some cities have shown a decrease in the relatively recent past, and in some 
cities the rise has been far greater than the average of the group. 





There is also a great difference in the relationship of the number of mort- 
gages recorded in these cities to the number of families. In one city there was 
one mortgage recording per year for each five families in the city. In the aver- 
age of all cities there was one mortgage recorded for each 10 families in the city, 
and in the lowest city, exclusive of the borough of Manhattan, New York, there 
was one mortgage recorded for each 34 families. On Manhattan Island there was 
only one mortgage recorded per year for each 136 families. 


The very small number of mortgages recorded on Manhattan Island is easily 
explained by the fact that Manhattan is built up almost entirely with large office 
buildings and apartments, and one mortgage would cover a very large property. 


The percentage change in mortgage activity shown on the charts for the various 
cities compares the 1953 experience with the corresponding period of 1952. In 
looking at this chart it should be kept in mind that a big percentage change may be 
due to abnormal conditions which existed either last year or this year. 


The largest percentage of increase in the mortgages recorded in 1953 in con- 
trast with the corresponding period of 1952 is in Santa Ana, California, which 
shows a mortgage rate 42.1% higher than that of 1952. The average of the 95 cities 
shown on the charts is an increase of 6.4% over the corresponding period of a 
year ago. Fresno, California, showed the largest percentage of drop, the 1953 


recording rate on mortgages being 24. 8% below the rate in the comparable period 
for 1952. 


In 65 cities, mortgage activity in 1953 was above mortgage activity for the 
comparable period of 1952. In 29 cities, mortgage activity in 1953 was below 
mortgage activity for the same period in 1952. One city, Davenport, Iowa, had 
exactly the same rate of mortgage activity this year as it had in the comparable 
period of a year ago. 














